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Financial Services, Financial Statements 
& Auditor General Report 



Service delivery improvement continues to be a challenge that requires the 
commitment of all public servants to work towards. As portfolio chairperson 
of Financial Services, it is my mission to see that the Eden District Munici- 
pality develop financial plans that are linked to our IDP and other devel- 
opmental plans, to ensure that resources are utilized where it is needed the 
most. 

“We belong. We care. We serve”. 


COUNCILLOR : Doris Xego | Financial Services 



It is our responsibility to balance sustainable service delivery with sustainable 
financial management. No municipality will prosper in the absence thereof 
As a municipality that is highly reliant on government grants, it is imperative 
that we strive to adhere to the financial management plan that Council ap- 
proved on 28 May 2010. 


EXECUTIVE MANAGER: Nigel Delo | Financial Services 


FINANCIAL SERVICES 


The responsibility of the Financial Services De- 
partment is to secure sound and sustainable 
management of the financial affairs of Eden 
District Municipality. 

This department consists of the following three 
(3) sections under the management of Mr Nigel 
Delo since 8th of March 2010. 

Budget and Treasury, creditors, salaries, 
income 

SCM, stores, assets 
Financial statements 

Cllr D Xego is responsible for the oversight roll 
as portfolio Chairperson of the Financial Ser- 
vices Department. 

The following weaknesses were identified by 
the CFO during the first month in office: 

Various top management issues 
Various staff related issues 
New Budget formats, not in place 
Budget process (90 days before start of 
financial year) 

Various budget related policies not 
in place 

GRAP timelines not on schedule 
Business processes not documented 
SCM procedures not aligned with 
business needs 

Website not in line with section 75 of 
MFMA 

Roads year end/New budget format for 
the 2010/2011 

Integrated financial management 
system 

Segregation of duties 

Capacity problems within all the sections 

within the department 

During the period under review the majority of 
control and procedures were implemented to 
minimise the risk regarding the above men- 
tioned weaknesses. 


A) BUDGET AND TREASURY OFFICE, 
CREDITORS, SALARIES AND 
INCOME SECTION 

Mr J Adams heads this section since April 2010 
as Deputy Manager. 

The individual services that the section is ren- 
dering are as follows: 


Budget and treasury office 
General 

The budget office is responsible for the admin- 
istration of the budget, compilation of reports to 
National and Provincial treasury in terms of the 
MFMA and council reports as required. 

Staff 

The budget office consist of 4 personnel, 

1 X Senior accountant: Budgets 

2 X Assistant accountant : Reporting/Budgeting 
1 X Assistant accountant: Bank reconciliations 

Responsibilities 
New budget regulations 

Responsible for ensuring that council comply 
with the new budget regulations in terms of 
Government Gazette 32141, Local Govern- 
ment: Municipal Finance Management Act (56 
of 2003): Municipal budget and reporting regu- 
lations. 

These regulations are applicable from the 1st 
of July 2009. 

The regulations prescribe the format in which 
the new budgets needs to be compile in order 
to ensure unity between all municipalities and 
ensure better reporting and analysis of the mu- 
nicipal budget. 
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Budgets 

An adjustment budget was approved in January 
for the financial year 2009/2010 after the mid- 
year budget assessment as required in terms of 
the Municipal Finance Management Act 

The municipality tabled its draft budget 
2010/2011 at the end of March 201 0 in the new 
format as required by the MFMA regulations. 
The final budget for the financial year 201 0/2011 
was approved on the 28th of May 2010 on a 
council meeting for implementation from the 1st 
of July 2010. 

This budget was compiled after completion of 
the participation process as approved by coun- 
cil in the budget process plan tabled in August 
2009. 

With the completion of the annual financial 
statements for the financial year 2009/2010 an 
adjustment budget will be tabled in December 
2010 to ensure that the financial statements 
and the budgets correspond. 

Budget policies 

In terms of the MFMA, the municipality needs 
to implement budget related policies and revise 
these policies on a regular basis. 

As part of the budget approved on the 28th of 
May 2010 for the financial year 2010/2011 the 
following policies was tabled and approved by 
council. 

Supply chain management policy 

Banking, cash management and investment 

policy 

Asset management policy 
Budget process policy 
Financial Recovery plan 

Grant Register 

The office is responsible for the maintaining of 
the grant register. 


This register forms the basis to ensure council 
complies with the requirements of the external 
funding received. 

The register is updated on a monthly basis and 
forms the cornerstone for the investments to 
ensure that the requirement in terms of cash 
based is met. 

This grant register is used by the financial state- 
ments department to be included in the monthly 
financial statements. 

Bank reconciliations 

Monthly bank reconciliations are part of the 
functions performed by the office. 

This is to ensure that council financial informa- 
tion as captured in the financial statements rec- 
onciled with the bank statements. 

This is done on a monthly basis and regular re- 
porting is done. 

MFMA reporting 

The office is responsible to ensure that all re- 
ports is submitted on time in terms of the MFMA 
All council reports are submitted on time in terms 
of the deadlines as stipulated in the MFMA. 
Reports submitted is the monthly section 71 
reports , quarterly reports, six monthly reports, 
yearly reports, STATSSA reports, DPLG reports 
and any other reporting as required by applica- 
ble municipal legislation. 

Verification of financial and other information is 
also the responsible of the budget and treasury 
office. 

General 

The office is responsible for all administrative 
functions as task associate with a budget office. 
The office is also responsible for ensuring that 
other departments implement the budget as per 
the approved council budget. 

Creditors Department 
General 
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The creditors department is responsible for the 
payment of all services providers. 

Staff 

The creditors office consist of 6 personnel, 

1 X Chief accountant: 

5 X Creditor clerks 


Responsibilities 

• Payment of all service providers 
within the prescribe timeframes 

• Organizational awareness on proper 
payment procedures 

• Synchronizing creditor database with 
acquisition of goods and services 

• Monthly updating of investment, external 
loan and long term registers 

• Cashflow management 

Salary Department 
General 

The salary department is responsible for the 
payment of all salaries and third party expendi- 
ture. 

Staff 

This unit consist of 2 personnel, 

1 X senior accountant: 

2 X Assistant accountants 

Responsibilities 

Payment of salaries and within the prescribed 
timeframes. 

Capacity building to ensure proper review of 
processes and information. 

Implementation of reconciliation of Payday / 
Abacus systems and follow-up of unreconciled 
items. 


Reconciliation and clearing of suspense ac- 
counts. 


B) SUPPLY CHAIN MANAGEMENT, STORES 
AND ASSETS 

The position as deputy manager is currently va- 
cant. 

The individual services that the section is ren- 
dering are as follows: 


Supply Chain Management Department 
General 

This unit is responsible for the procurement 
of goods and services in a manner that is fair, 
equitable, transparent, competitive and cost- 
effective. 

Responsibilities and achievements 

• The bid specification, evaluation and 
adjudication committees was formally 
structured in the year under review. 

• The SCM database has been updated 
on collaborator 

• A new database application form has 
been designed and implemented. 

• Capacity has been increased (new data 
section established in the Finance 
department- responsible for synchronis 
ing of the creditors and SCM functions) 

• Two independent SCM analysis were 
performed to identify current weaknes- 
ses in the SCM system 

• More frequent bid committee meeting 
are held. 

• New SCM policy has been approved by 
council on the 28 May 2010 to be inline 
with section 112 of the MFMA. 

• In the process of re-designing SCM busi 
ness plans by introducing flow diagrams, 
ensuring that it is in line with the SCM 
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policy. 

Deviation reports are drafted on a monthly ba- 
sis and tabled to council. 

SCM awareness campaigns are currently be- 
ing arranged to workshop current SCM policies 
and procedures. 


Assets Department 
General 

This unit is responsible for the management of 
assets, including the safeguarding and mainte- 
nance thereof. 

Staff Compliment 

This unit consist of 2 personnel, 

1 X Chief accountant: 

1 X Admin Assistant Assets and Insurance 

Responsibilities 

Asset safeguarding 

Management of asset transfers 

Updating of asset register on a montly basis 

Insurance management 

Cell phone management 


C) FINANCIAL STATEMENTS 

L Hoek heads this section since April 2010 as 
Deputy Manager. 

This unit is rendering services as follows: 

Financial statements Department 
General 

This unit is responsible for the preparation of 
monthly and annual financial statements which 
fairly presents the state of affairs of the mu- 
nicipality, its performance against its budget, its 
management of revenue, expenditure, assets 


and liabilities, its business activities, its finan- 
cial results, and its financial position as at the 
end of the financial year. 

Staff Compliment 

This unit consist of 2 personnel, 

1 X Deputy Manager 
1 X Chief accountant 

Responsibilities 

This unit was established, who on the short 
term will concentrate on Eden District Munici- 
palities GRAP requirements. On the long term 
this unit will assist B-municipalities in the dis- 
trict where assistance are required in terms of 
GRAP implementation. The deputy manager 
was appointed on the 1st of April 2010. Ca- 
pacity was build into the unit and the Chief Ac- 
countant position was filled the 1 st of July 2010. 

The annual financial statements for the year 
ending 30 June 2010 were submitted on 31st 
of August 2010 to the Auditor General, National 
Treasury and Provincial Treasury. 

As from the 10th of May 2010 monthly GRAP 
meetings were held where the GRAP checklist 
was discussed. From July action plans were 
compiled which listed all the activities that 
needed to be completed to compile the annual 
financial statements. 

A complete set of audit files were compiled 
which were cross-referenced to the lead sched- 
ules and financial statements. 

From 2010/2011, after the finalization of the au- 
dit for 2009/2010, monthly financial statements 
and audit files will be compiled. 
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REPORT OF THE EXECUTIVE MANAGER, FINANCIAL SERVICES REGARDING THE AUDITOR GENERAL 
REPORT AND AUDITED FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2010 

1. INTRODUCTION 

I hereby present the financial position of Eden District Municipality at 30 June 2010 and the results of Its operations 
and cash flows for the year ended. 

Eden District Municipality has endeared many challenges, mainly the limited own revenue sources. Eden DM is 
mainly dependent on grants and face the challenge to create own revenue streams. The Eden District also suf- 
fered severe droughts during 2009/2010. Eden District Municipality gave support to the B-municipalities in the 
district to combat this situation. 

The Annual Financial Statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practices (GRAP). 

It is with great pleasure that I present the audit report from the Auditor General. Extract from opinion of Auditor 
General: 

“In my opinion, the financial statements present fairly, in all material respects, the financial position of the Eden 
District Municipality as at 30 June 2010 and its financial performance and its cash flows for the year then ended in 
accordance with SA Standards of GRAP and in the manner required by the MFMA.” 

2. FINANCIAL INDICATORS 

The following are some of the key financial indicators, comparing the financial performance of the municipality to 
the comparative figures. 





2010 

2009 

2008 

1. 

Current ratio (norm = 2:1): 


1.00 : 1 

1.15:1 

1.14: 1 


Cuinisnt assess 






Quineint Inabilities 











2. 

ACID test/Quick ratio: 


0.97 : 1 

1.11 : 1 

1.08 : 1 


Cuinisnt assets Cle^: Inwittoi^) 






Cuneint Inabilities 






Inventory 











3 

External loan debt to capital outlay: 

% 

1.23 

1.71 

1.21 


External loan deUat; x( IKOD 






Non-curiten Assets 











4 

Total debts to total assets: 

% 

6.31 

5.76 

5.62 


Debtonrs 






Ibtal assets % IGSiD 











5 

Operating expenditure as percentage of revenue: 






_ 

% 

99.09 

91.91 

112.90 


Operating! ^pjardilttuee 






Revenue x Iltffl) 
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6 

Debtors collection period (norm = 42 - 55): 

Days 

711 

731 

746 


Debtors 






Income x 365 











7 

Working capital requirement as a percentage of total 
income: 






_ 

% 

20.8 

32.34 

25 


Nett current as®its xx IBiO 






Tbtal income 












Gov. Gazette 22605 dated 24 August 2001 





8 

Debt coverage: 

% 

5,789.51 

5,012.72 

5,269.36 


Operating ressffitueereeeBredd 






Less: Operating ftrantsnsBEerwdd 






Debt serstoi|ffi^yiie®iti4<llrt6e«eBlS&cd(dmp|itiis))i) 











9 

Outstanding service debtors to revenue: 

% 

195.07 

197.56 

203.80 


Tbtal outstainiliigrseewceaidbtiiteirs 






Annual reveiweaittuiiljyrEeeBredcfrfDBefirkKES 











10 

Cost coverage: 

% 

14.01 

2.75 

1.24 


AvialablecjB^ 






Plus: hMestmeois 






Operating ^jpmnblitutee' A12 











11 

Solvency: 






Tbtal Assets 


4.7: 1 

4.54:1 

4.94:1 


Tbtal Liabilities 











12 

Grants Income 

% 

88.93 

86.73 

51.99 


Tbtal Income 











13 

Emolovee related costs 

% 

39.49 

41.08 

31.77 


Total Expenditure (min roads grant 
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14 

Creditors Payment Period: 






Trade Pavables 


103.84 

55.80 

42.66 


Credit Purchases x 365 












3. OPERATING RESULTS 

3.1 Statement of financial performance 



2010 

2009 

Variance 


(Actual) 

(Restated) 

% 


R 

R 


REVENUE 




Revenue ffetinn JMeuD-ExchaniigpeTasadnsaittams 

2ffi^0»!l)7„625 

2J^2«t,059 

-16.76% 

Taxation Revemue 

UfmOTO 

U,1116358 

-28.44% 

Property rates ISMA 

U356„977 

H„T116358 

-21.53% 

Property rat^'jEffin^ttiesiirijiiiiMseddQddctldidtaQttochaliigfges 

0 

0 


Regional Sarm^leM^ 

77„093 

0 


Public contributlii(GBns,dfianatdckaddcntrtbiMatfeplipp^^ 

0 

0 


plant auDdleapuipiaetit 

D_ 

D_ 


Titaunsfer Revenue 

2ffiS3®2„761 

2JaU3S2„044 

-16.75% 

Regional SmMresILetaBSslEpitMM^Ebsre 

ini®(!D11375 

llim,234,421 

-16.00% 

Government gtaitteaanfclsEubbislctifis 

1]®%3S1386 

l]«i)0Dl8357 

-17.38% 

Public contribuilikstins 

0 

1(5)8.766 

100.00% 

Other Revenue 

210J94 

2S5357 

20.59% 

Fiiin.es 

20390 

86307 

75.85% 

Insurance Proceetfe 

99336 

92„658 

-7.42% 

Fair\](gllie:i9^jiijistment - Investments 

3U920 

0 


Unamortisedl Discnuiint- Intei^ 

58„447 

86392 

32.27% 

Assets IdenttiiieilffeirtttteHinsttTime 

D_ 

Q_ 
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Revenue ffint aitm Exd ii ain geTThaMTSif^ s 3^,ll®4i228 ^@30;234 4.11% 


Service dinaipss 

7„435^77 

5315363 

35.05% 

Rental of fadilitiesandspiiipnaant 

U531386 

U®50„969 

7.24% 

Interest ©amnastl-asjttenaii InweSInraBlsts 

5(ffl!HB52 

5(5)30307 

17.42% 

Interest eaitin3sd--(nut£&iidtligG|leyDtsrs 

417„029 

5S0325 

22.78% 

Actuarial Gain fiiom E^se^itefiaiBHiiBiiMiiis 

1®7„055 

5:^82379 

97.10% 

Income for a^rttjyseewiees 

^386354 

7,392„684 

35.89% 

Other income 

^3!!S„083 

5,415„009 

35.33% 

T5^aKCE>ntti)ilMlttoTSslMiniiaifdW 

0 

11361 

100.00% 

1 

C/i 

C 

o 

a-* 

396393 

291.637 

304.46% 


Total Revenue 

EXPENDITURE 

Employee irdfcEtteUcooBt s 
Remuneratiksiin df Ccmitndllll<at% 

Bad dete 
Actuarial Loss 
Impairment Losses 

Iincteasein Provision for RehaMliitMimicdflL^^ 

Lticitease in Provision for Alien ^fegeteBilKar 

DepredatdKMi 

Amortisation 

Repairs and nuaiud^naitee 

Interest jstEiidl 

Bulk purchases 

Contracted seroiKffis 

Qtants and suMdt^uitllktekl 

Roads - Gnants and suhsdt^ultil^dd 

Aiocations to Municipalities 

irnamortised DiscounUt ^ ]nter(^ 

General experts 

Ibtal Expenditure 

SUEaffillSSfOEEHITJTPBmi ff mEEAR 

Gains on disposal dfg!mgxet^{#anfaadd(p4pipnient 
Loss on disposal (Sf]pt!q|£etyyp^anbadd(ft4pipniient 


318,171,853 

278,874,293 

34.09% 

^5(5)23395 

^557323 

-22.22% 

5393358 

530366 

-0.93% 

4,446359 

315J67 

-1354.13% 

H,351388 

^3311 

-217.23% 

7386 

0 


S31319 

03340 

-534.51% 

4W„605 

0 


ini„‘®1391 

9,438335 

-21.75% 

»fl8„772 

515„924 

-64.51% 

43M396 

550338 

-29.08% 

998301 

9®5„007 

-0.34% 

^5^369 

2(ffi36J77 

-26.65% 

9,(ffl90„935 

7„W326 

-27.20% 

4fi),U(!Mt,411 

4U(!S88„060 

2.39% 

1115^300 

5I7,952„083 

-14.77% 

0 

IIU^JSO 

100.00% 

1129„4S5 

103321 

2.75% 

4a5e.4ai 

1101778.03 1 

-170.25% 


3115274723 

2ffi7,5®9359 

-22.92% 

11^7,130 

211,55%334 

91.20% 

88361 

'52„107 

269.19% 

'27„000 

0 



SUBlffitlffifQEEEIICCITpraklffmEEAR n.^5&291 2n.5T12.427 90.90% 
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3.2: Major revenue by source 


REVENUE 2010 


ConlribiitionShop Steward 

596,291 ‘ 

Other income 

1 i?.705.083; 

Income for agency services | 

B .9,306,95« 

ActuarialGain from Cx-Gratia Pensions 

167.055 

Interest earned - outstanding debtors 

417.029 

Interest earned - external investments 

1 5.004.852 

Rental of facilities and equipment j 

1 1,531.386 

Service charges 

B ' 7,435.577 

Unamortised Discount - Interest 

58.447 

Fair Value Adjustment • Investments 

31.920 

Insurance Proceeds 

99,536 

Fines 

10.890 

Government grants and subsidies ] 

r . .. ] ■ 

Regional Services Levies Lquitable Share 

rrr : 118.011,375 

Regional Services Levies 

77,093 

Property rates DMA 

1 1,356.977 


3 164.351.386 


50,000.000 100.000.000 150.000.000 200.000.000 
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3.3: Expenditure by source 


EXPENDITURE 2010 


General expenses 
Unamortiscd Discount - Interest 

Roads - Grants and subsidies utilised 

Grants and subsidies utilised 

Contracted services 
Bulk purchases 
Interest paid 
Repairs and maintenance 
Amortisation 
Depreciation 

Increase in Provision for Alien Vegetation 

Increase in Provision for Rehabilitation of 
Landfill Sites 

Impairment Losses 
Actuarial Loss 

Bad debts 

Remuneration of Councillors 
Employee related costs 


I [45,342. 


.481 


t 129.455i 



) 100,943.500j 
[ 40,104,411 J 


1 1 9,090,9351 

1 

1 1 2,579,569 1 

1 1 998,401 j 
4,580,5961 


I 


t848.772j 

4 

I 

ll,491.49lj 
I 2,899,605 j 


831.019i 


>>7.386 1 


t 1,564,288| 


1 1 4,446,2591 
I >5,393,1581 


M i 85.0^3,395 j 

100,000,000 200,000,000 
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4. CAPITAL REPLACEMENT RESERVE 

The balance of the Capital Replacement Reserve (CRR) as at 30 June 2010 was R 15,379,122 (R14,640,080.00 - 30 June 2009). 
The CRR replaced the previous statutory funds and is cash backed reserve to enable to municipality to finance future capital ex- 
penditure. Cash contributions are made annually, depending on the availability. 

5. EXTERNAL LIABILITIES, INVESTMENTS AND CASH 

On 30 June 2010, the balance for long term liabilities was 
R 7,357,449 (R 9,884,874 in 2009). The balance consists of leases and loans. 

The Cash and cash equivalents balance at 30 June 2010 was 
R 44,142,983. (R58, 960,043 in 2009) Included in the 
R 44,142,983 balance, is Roads balance of R 13,824,307 

(R1 1, 410,245 in 2009) which must be excluded from the cash balance for Eden District Municipality’s calculation. 

As stated earlier, due to limited revenue sources, the cash balance will be influenced negatively on an annual basis, until the cash 
is depleted. (Dependency on grants is 89%, see bullet 

2: financial indicators. Strategic planning will need to be done to ensure the sustainability of Eden District Municipality. 

If this trend continues, cash will be depleted within a couple of years. There will be a strain on Eden District Municipality to meet 
its obligations. 
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6. FUNDING OPTIONS OF INVESTMENT/CASH 

The table below indicates the allocation of cash for the funding 
of various obligations: 


ALLOCATION OF CASH: 

R 

R 

Cash and cash equivalents 

44,142,983 


Investments 

40,974 


Less: Roads bank account 

(13,824,307) 


TOTAL CASH: EDEN 


30,359,650 




LESS: OBLIGATIONS 


109,421,107 




Funds and Reserves 


15,435,548 

- Housing Development Fund 

56,426 


- Capital Replacement Reserve 

15,379,122 





Consumer Deposits 

69,208 

69,208 




Current employee benefits (excluding 

roads) 

7,512,840 

7,512,840 




Provisions (Current Portion) 


2,224,058 

- Rehabilitation of Landfill Sites 

775,089 


- Clearing of Alien Vegetation 

1 ,448,969 





Current portion of long term liabilites 

2,575,771 

2,575,771 




Unspent conditional grants 

20,126,184 

20,126,184 




Other Payments 


12,218,985 

- Retentions 

3,074,169 


- Shortfall in Pension fund 

2,692,502 


- Provision for creditors 

4,016,770 


- Other Deposits 

149,885 


- Unspent allocations to municipalities 

670,242 


- 3™ party payments (PAYE, UIF, skills 

levy) 

1,615,417 





Non Current Provisions 


49,258,513 

- Alien vegetation 

1 ,766,630 


- Tip Sites 

3,302,581 


- Post employment health care 

38,333,977 


- Ex Gratia Pension Benefits 

1,103,251 


- Long service awards 

4,752,074 





NETT CASH SURPLUS/(DEFICIT) 


(79,061,457) 
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The above deficit is a GRAP compliance calculation as well as a best practice model. It is also an indication what should be paid 
out in terms of commitments, should the municipality closes its doors for business today. In reality, however it won’t happen that 
the municipality would close for business. 

We calculated all our liabilities to make future provisions and investments through our financial recovery plan that council 
adopted on 28 May 2010. This includes the better management of our property portfolio. 

It will be in the best interest for all councilors, management and staff to implement this financial recovery plan, in order to ensure 
that Eden DM remains a financial sustainable municipality in the further. 

7. NON CURRENT PROVISIONS 

These provisions are made to enable the municipality to be in a position to fulfill its 
due and payable. 

2010 

Rehabilitation of Landfill Sites 2,541,719 

Clearing of Alien Vegetation 4,75 1 ,550 

7,293,269 

Refer to Note 5 to the Financial Statements for more detail. 

8. EMPLOYEE DETAILS 

These liabilities are in order to enable the municipality to be in a position to fulfill its known legal obligations with regards to 


employee benefits when they become due and payable. 


2010 

2009 

Post Employment Health Care Benefits 

38,333,977 

35,508,582 

Ex Gratia Pension 

1,103,251 

1,331,368 

Long Service Awards 

4,752,074 

3,241,846 

Total 

Refer to Note 4 to the financial statements for more detail. 

44,189,302 

40,081,796 

9. CURRENT LIABILITIES 

Current liahilities are due and payable in the short term (less than 12 months). 

n 

Consumer Deposits 

Note 6 

69,208 

Provisions 

Note 8 

2,224,058 

Trade and other payables (excluding Roads) 

Note 9 

16,621,899 

Unspent conditional grants 

Note 10/App F 

20, 126,184 

Current portion of long term liabilities 

Note 3 

2,575,771 

Current employee benefits (excl roads) 

Note 4 

7,512,840 

49,129,960 

10. CURRENT ASSETS 

Inventory 

Note 17 

2,792,802 

Trade Receivables (exchange) 

Note 18 

2,694,162 

Other Receivables (non exchange,excl roads) 

Note 19 

12,515,038 

Vat Receivable 

Note 11 

1,516,561 

Current portion of long term debtors 

Note 16 

2,201,480 

Cash and cash equivalents (excl Roads) 

Note 21 

30,318,676 

52,038,719 


known legal obligations when they become 


2009 

1,710,000 

1.851.945 

3.561.945 
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11. TRADE AND OTHER RECEIVABLES FROM EXCHANGE AND NON EXCHANGE TRANSACTIONS 


HTJADE RECEIVABLES 

FROM 

EXCHANGE 



TRANSACTIONS 







2010 

2009 

Variance 

Service debtors 





Electricity 


482,698 

206,694 

134% 

Water 


213,815 

249,063 

-14% 

Refuse 


82,703 

105,926 

-22% 

Sewerage 


120,494 

123,750 

-3% 

Ambulance and Fire Fighting Fees 

1,570,710 

223,310 

603% 

Insurance 


363 

399 

-9% 

Rental Agreements 


223,380 

447,765 

-50% 

Total 


2 . 694.162 

1 . 356.907 

99 % 


OTHERRECEIVABLES-NONEXCHANGETRANSACTIONS 





2010 

2009 

Variance 

Taxes - Rates 

63,486 

264,754 

-76% 

Recoverable Debtor: JP Zeelie 

1,997,857 

1 ,397,484 

43% 

Government subsidies: Work for Water 

1,645,906 

2,607,519 

-37% 

Recoverable Debtor: C Africa 

34,709 

27,075 

28% 

Recoverable Debtor: Councilors Private Kilometers 

749,547 

589,205 

27% 

Unpaid Conditional Grant 

- 

7,897,718 

-100% 

Sundry debtors 

4,568,231 

3,166,631 

44% 

ABSA Loans - Overpayment 

316,581 

- 


Water Crisis Sedgefield 

120,095 

120,095 

0% 

DWAF 

1,922,863 

3,337,698 

-42% 

PAWK Global Fund 

1,095,763 

848,389 

29% 

Roads - Sundry debtors 

323,492 

141,435 

129% 

Roads - Unpaid Conditional Grants 

39 

- 


Regional Services levies 

- 

1,824,005 

-100% 

Total Other Debtors 

12.838.569 

22.222.008 

-42% 
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12. EXPRESSION OF APPRECIATION 


I am grateful to the Mayor, Deputy Mayor, members of the Executive Committee, Councilors, the Munici- 
pal Manager and Managers for the support extended during the financial year. A special word of thanks 
to all staff that assisted with the collation of year-end information, for without their valuable contributions 
and assistance these Annual Financial statements would not have been possible. 

Thank you to Cllr D Xego, chairperson of the portfolio committee, financial services, for her strategic 
financial guidance, moral support and understanding, since my appointment as CFO. 

NB DELO 

EXECUTIVE MANAGER FINANCIAL SERVICES (CFO) 
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AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO 
THE WESTERN CAPE PROVINCIAL LEGISLATURE 
AND THE COUNCIL ON EDEN DISTRICT MUNICIPAL- 
ITY 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the accompanying financial statements 
of the Eden District Municipality, which comprise the state- 
ment of financial position as at 30 June 2010, the statement of 
financial performance, statement of changes in net assets and 
the cash flow statement for the year then ended, and a sum- 
mary of significant accounting policies and other explanatory 
information, set out on pages 1 to 64. 

Accounting officer’s responsibility for the financial state- 
ments 

2. The accounting officer is responsible for the prepa- 
ration and fair presentation of these financial statements 

in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and 
in the manner required by the Local Government: Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 
of 2003) (MFMA) and the Division of Revenue Act of South 
Africa, 2009 (Act No. 12 of 2009) (DoRA). This responsibility 
includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, 
whether due to fraud or error; selecting and applying appro- 
priate accounting policies; and making accounting estimates 
that are reasonable in the circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the 
Republic of South Africa, 1996 (Act No. 108 of 1996), section 
4 of the Public Audit Act of South Africa, 2004 (Act No. 25 
of 2004) (PAA), my responsibility is to express an opinion on 
these financial statements based on my audit. 

4. I conducted my audit in accordance with Interna- 
tional Standards on Auditing and General Notice 1570 of 2009 
issued in Government Gazette 32758 of 27 November 2009. 
Those standards require that I comply with ethical require- 
ments and plan and perform the audit to obtain reasonable as- 
surance about whether the financial statements are free from 
material misstatement. 

5. An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements 


in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. 

An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of account- 
ing estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

6. Paragraph 1 1 et seq. of the SA Standards of GRAP, 
GRAP 1, Presentation of Financial Statements requires that 
financial reporting by entities shall provide information on 
whether resources were obtained and used in accordance with 
the legally adopted budget. As the budget reporting stand- 
ard is not effective for this financial year, I have determined 
that my audit of any disclosures made by the Eden District 
Municipality in this respect will be limited to reporting on 
non-compliance with this disclosure requirement. 

7. I believe that the audit evidence I have obtained is 
sufficient and appropriate to provide a basis for my audit 
opinion. 

Opinion 

8. In my opinion, the financial statements present fairly, 
in all material respects, the financial position of the Eden Dis- 
trict Municipality as at 30 June 2010 and its financial perfor- 
mance and its cash flows for the year then ended in accord- 
ance with SA Standards of GRAP and in the manner required 
by the MFMA and DoRA. 

Emphasis of matters 

9. I draw attention to the matters below. My opinion is 
not modified in respect of these matters: 

Significant uncertainties 

10. As disclosed in note 44.7 to the financial statements, 
members of the Haarlem Community instituted legal action 
against Eden District Municipality claiming that they are 
lawful owners of the commonage in Haarlem and that the 
Council should have consulted the community when Council 
decided to call for tenders for the harvesting of the planta- 
tion on the property. They are claiming R35 million from the 
municipality. 

Restatement of corresponding figures 

11. As disclosed in note 35 to the financial statements, 
the corresponding figures for 30 June 2009 have been restated 
as a result of errors discovered during 2010 in the financial 
statements of the Eden District Municipality at, and for the 
year ending, 30 June 2009. 

Irregular expenditure 

12. As disclosed in note 41.3 to the financial statements, 
fraudulent expenditure amounting to Rl,99 million was in- 
curred by an official of the municipality. These monies are still 
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in the process of being recovered from the official. 

Additional matters 

13. I draw attention to the matters below. My opinion is 
not modified in respect of these matters: 

Material inconsistencies in other information included in 
the annual report 

14. At the date of finalising my audit, the annual report 
has not yet been finalised. I have therefore not been able to 
determine if there are any inconsistencies between the audited 
information and other information presented in the annual 
report. 

Unaudited supplementary schedules 

15. The supplementary information set out on pages 
65 to 71 does not form part of the financial statements and 
is presented as additional information. I have not audited 
these schedules and accordingly I do not express an opinion 
thereon. 

REPORT ON OTHER LEGAL AND REGULATORY RE- 
QUIREMENTS 

16. As required by the PAA and in terms of General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 
27 November 2009, 1 include below my findings on the report 
on predetermined objectives, compliance with the follow- 
ing key laws and regulations, MFMA, Municipal Regulations 
(Regulations - GNR/GN), DoRA, Municipal Systems Act of 
South Africa, 2000 (Act No. 32 of 2000) (MSA), Municipal 
Structures Act of South Africa, 1998 (Act No. 1 17 of 1998) 
and financial management (internal control). 

Pre-determined objectives 

17. Material findings on the report on pre-determined 
objectives are reported below: 

Non-compliance with regulatory reporting requirements 

No reporting against pre-determined objectives, indicators 
and targets 

18. The Eden District Municipality did not prepare the 
annual performance report in terms of section 46 of the MSA, 
and section 121(3)(c) of the MFMA. There has not been a 
proper system developed by management on how and when 
to report on the pre-determined objectives. Consequently 
early detection of underperformance and corrective actions 
will not be undertaken. 

Compliance with laws and regulations 
MFMA 

The accounting officer did not adhere to his statutory respon- 
sibilities 

19. Contrary to the requirements of section 95 (c) (ii) 
of the MFMA, the accounting officer did not take reasonable 


steps to ensure that internal audit comply and operate in ac- 
cordance with prescribed norms and standards. No quarterly 
reports were submitted by internal audit and an approved 
internal audit manual is not in place. 

The audit committee was not functioning properly 

20. Contrary to the requirements of section 166 (2) (a) of 
the MFMA, the audit committee did not advise the account- 
ing officer and the management staff of the municipality on 
matters relating to: 

• internal financial control and internal audit 

• risk management 

• performance management 

• effective governance 

• compliance with the MFMA, the DoRA and any 
other applicable legislation 

• performance evaluation 

Expenditure was incurred in contravention of or not in 
accordance with applicable legislation resulting in irregular 
expenditure 

21. Contrary to the requirements of section 112 of the 
MFMA, the accounting officer did not take reasonable steps 
to ensure that the municipality’s supply chain management 
policy (SCM) is in line with the MFMA as the SCM policy did 
not include the following requirements: 

• Screening processes and security clearances for 
prospective contractors on tenders or other bids above a pre- 
scribed value. 

• Compulsory disclosure of any conflicts of interests 
prospective contractors may have in specific tenders and the 
exclusion of such prospective contractors from those tenders 
or bids. 

• The barring of persons from participating in tender- 
ing or other digging processes, including persons — 

- who were convicted for fraud or corruption during the past 
five years 

- who willfully neglected, reneged on or failed to comply with 
a government contract during the past five years 

- whose tax matters are not cleared by the South African 
Revenue Service. 

• Contract management and dispute settling proce- 
dures. 

22. Expenditure was not incurred in accordance with the 
requirements of the supply chain management policy of the 
municipality. As disclosed in note 41.3 to the financial state- 
ments irregular expenditure to the amount of R7 1,91 million 
was incurred, due to payments being made to service provid- 
ers without written signed contracts in place. 

Expenditure was not paid within the parameters set by the 
applicable legislation 

23. Contrary to the requirements of section 65(2) of the 
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MFMA, expenditure was not paid within the required 30 days 
from the receipt of an invoice, or such a period as prescribed 
for certain categories of expenditure. 

Expenditure was incurred otherwise than in accordance 
with section 15 of the MFMA resulting in unauthorised 
expenditure 

24. Expenditure was not incurred in accordance with 
the approved budget of the municipality and exceeded the 
limits of the amounts appropriated for the different votes in 
the approved budget of the municipality. As disclosed in note 
41.1 to the financial statements, unauthorised expenditure 

to the value of R32,38 million was incurred due to the actual 
expenditure exceeding the approved budget. 

MSA 

Internal auditing of performance measurements 

25. Contrary to the requirements set out in section 45(b) 
of the MSA, the performance measurements of the munici- 
pality were not audited as part of the municipality’s internal 
auditing processes. 

INTERNAL CONTROL 

26. I considered internal control relevant to my audit 
of the financial statements and the report on predetermined 
objectives as well as compliance with the MFMA, DoRA and 
MSA but not for the purpose of expressing an opinion on the 
effectiveness of internal control. 

27. The matters reported below are limited to the signifi- 
cant deficiencies regarding the basis for the opinion para- 
graph, the findings on the report on predetermined objectives 
and the findings on compliance with laws and regulations. 

Findings on pre-determined objectives 
Leadership 

28. There has not been a proper system developed by 
management on how and when to report on the pre-deter- 
mined objectives. Consequently early detection of underper- 
formance and corrective actions will not be undertaken. 

Financial and performance management 

29. Pertinent information is not identified and captured 
in a form and time frame to support performance reporting 
which contributed to the pre-determined objectives not being 
prepared adequately for timely submission. 

Governance 

30. The internal audit did not audit the performance 
measurements of the municipality and did not submit quar- 
terly reports to the municipal manager and the performance 
audit committee. The management therefore did not identify 
the risk of inaccurate or incomplete reporting on pre-deter- 
mined objectives. 


Findings on compliance with laws and regulations 
Leadership 

3 1 . The management did not exercise oversight respon- 
sibility over compliance with MFMA and municipal supply 
chain management regulations to prevent unauthorised and 
irregular expenditure. 

Governance 

32. The internal audit unit did not perform its duties and 
responsibilities as set out in legislation. Consequently ongoing 
monitoring and supervision were not undertaken to enable an 
assessment of the effectiveness of internal control over finan- 
cial reporting. 

33. The audit committee was only appointed in the last 
quarter of the year. Therefore the audit committee did not 
fulfil its responsibilities as set out in the legislation and in ac- 
cordance with best practice. 

OTHER REPORTS 

Investigations in progress 

34. An investigation is being conducted to probe the 
manner in which a service provider was allegedly appointed 
by the municipality to render consulting electrical engineering 
services. The investigation aims to establish whether the sup- 
ply chain management process was followed. The investigation 
was still ongoing at the reporting date. 

Investigations completed during the financial year 

35. An investigation was concluded which resulted in 
irregular expenditure disclosed in note 41.3 of the financial 
statements and reported in paragraph 12 of this report. 


Cape Town 
30 November 2010 



AUDITOR-GENERAL 

SOUTH AFRICA 

Auditing to build public confidence 
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FINANCIAL SERVICES DEPARTMENT 

MANAGEMENT ACTION PLAN TO RECTIFY THE ITEMS LISTED IN THE 2009/2010 AG’s AUDIT REPORT 


No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

10. Significant uncertainties 

1 

As disclosed in note 44.7 
to the financial statements, 
members of the Haarlem 
Community instituted legal 
action against Eden District 
Municipality claiming that 
they are iawfui owners 
of the commonage in 
Haarlem and that the 
Council should have 
consulted the community 
when Council decided 
to call for tenders for the 
harvesting of the plantation 
on the property. They are 
claiming R35 million from 
the municipality. 

The legal unit will 
ensure that community 
consultation processes 
and complying with legal 
requirements are adhering 
to, before formal tender 
processes are followed. 

Legal unit: 

Enrico 
Campher 

Continuously 



11 . Restatement of corresponding figures 

2 

As disclosed in note 35 to 
the financial statements, 
the corresponding figures 
for 30 June 2009 have 
been restated as a result 
of errors discovered during 
2010 in the financial 
statements of the Eden 
District Municipality at, 
and for the year ending, 30 
June 2009. 

Figures will be monitored 
for correctness and if 
errors are detected the 
necessary adjustments 
will be made. 

CFO: N Delo 
Financial 
statements: 
Louise Hoek/ 
Xavier Jantjies 

Continuously 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

12. Irregular Expenditure 

3 

As disclosed in note 41.3 
to the financial statements, 
fraudulent expenditure 

amounting to R1,99 million 
was incurred by an official of 
the municipality. These monies 
are still in the process of being 
recovered from the official. 

Forensic auditors have 
been appointed. 

The official has since 
been dismissed. We 
are in the process of 
recovering the said 
amount. 

The following 

internal controls are 
in the process of 
implementation: 

Electronic requisition 
function. 

Electronic order 

function. 

Electronic GRV 

function. 

Electronic authorisation 
function in terms of 
SCM. 

CFO: N Delo 

30 June 2011 



14. Material inconsistencies in other information included in the annual report 

4 

At the date of finalising my 
audit, the annual report has 
not yet been finalised. 1 have 
therefore not been able to 
determine if there are any 
inconsistencies between the 
audited information and other 
information presented in the 
annual report. 

A performance 

management unit has 
been established to 
report on performance 
management. 

For the 2010/2011 
financial year we will 
submitthe Performance 
Report with the annual 
financial statements 
in a format that is 
acceptable for the AG. 

PM unit: Use 
Abrahams 
& Kelvin 

Vollenhoven 

30 June 2011 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

Non-compliance with regulatory reporting requirements 

1 8. No reporting against pre-determined objectives, indicators and targets 

5 

The Eden District Municipality 
did not prepare the annual 
performance report in terms 
of section 46 of the MSA, 
and section 121(3)(c) of the 
MFMA. There has not been 
a proper system developed 
by management on how 
and when to report on the 
pre-determined objectives. 
Consequently early detection 
of underperformance and 
corrective actions will not be 
undertaken. 

A performance 
management unit has 
been established to 
report on performance 
management. 

For the 2010/2011 
financial year we 
will submit the 
Performance Report 
with the annual 
financial statements 
in a format that is 
acceptable for the AG. 

PM unit: Use 
Abrahams 
& Kelvin 
Vollenhoven 

Quarterly 



Compiiance with iaws and regulations MFMA 

1 9. Accounting officer did not adhere to his statutory responsibilities 

6 

Contrary to the requirements 
of section 95 (c) (ii) of the 
MFMA, the accounting officer 
did not take reasonable 
steps to ensure that internal 
audit comply and operate in 
accordance with prescribed 
norms and standards. No 
quarterly reports were 

submitted by internal audit 
and an approved internal audit 
manual is not in place. 

A risk manager and a 
chief internal auditor 
were appointed in the 
year under review. 

A new audit committee 
has been appointed 
by council. 

An Internal Audit 
Charter and 

Performance Audit 
Committee Charter 
has been developed 
and recommended to 
council for approval. 

For the 2010/2011 
financial year, 

management will 

perform a new risk 
assessment, draft 

a new risk based 
internal audit plan 
for implementation 
and reporting to the 
municipal manager, 
audit committee, 

mayoral committee 
and council on a 
regular basis. 

Internal 
audit unit: 

P Manqina 
& Internal 
coordinator 

Quarterly 

29 Nov- 10 
Dec 2010 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 



20. The audit comittee 

was not function! 

ng properly 




Contrary to the 
requirements of 
section 166 (2) (a) of 
the MFMA, the audit 
committee did not 
advise the accounting 
officer and the 
management staff of 
the municipality on 
matters relating to: 

• internal financial 
control and 
internal audit 

• risk 
management 

• performance 
management 

• effective 
governance 

• compliance with 
the MFMA, the 
DoRA and any 
other applicable 
legislation 

• performance 
evaluation 


A risk manager and a 
chief internal auditor were 
appointed in the year 
under review. 

A new audit committee has 
been appointed by council. 

An Internal Audit Charter 
and Performance Audit 
Committee Charter has 
been developed and 
recommended to council 
for approval. 

For the 2010/2011 financial 
year, management 

will perform a new risk 
assessment, draft a new 
risk based internal audit 
plan for implementation 
and reporting to the 
municipal manager, audit 
committee, mayoral 
committee and council on 
a regular basis. 


Internal 
audit unit: 

P Manqina 
& Internal 
coordinator 


30 June 2011 


29 Nov- 10 
Dec 2010 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

21 . Expenditure was incurred in contravention of or not in accordance with applicable legislation resulting in irregular 

expenditure 

8 

Contrary to the requirements of 
section 112 of the MFMA, the 
accounting officer did not take 
reasonable steps to ensure that 
the municipality’s supply chain 
management policy (SCM) is 
in line with the MFMA as the 
SCM policy did not include the 
following requirements: 

• Screening processes and 
security clearances for 
prospective contractors on 
tenders or other bids above 
a prescribed value. 

• Compulsory disclosure of 

any conflicts of interests 
prospective contractors 

may have in specific 
tenders and the exclusion 
of such prospective 

contractors from those 
tenders or bids. 

• The barring of persons from 
participating in tendering or 
other digging processes, 
including persons — 

- who were convicted for fraud 

or corruption during the 
past five years 

- who willfully neglected, 

reneged on or failed to 
comply with a government 
contract during the past 
five years 

- whose tax matters are not 

cleared by the South 

African Revenue Service. 

• Contract management and 
dispute settling procedures. 

We are currently 

implementing the following 
controls and procedures: 
Independent analyses of 
the SCM processes and 
the Provincial Treasury. 

Adopting a new SCM 
policy in line with National 
Treasury’s SC regulations 
as per approved council’s 
decision dated 28 May 
2010. 

Filling of capacity in the 
SCM unit. 

Implementing a SCM 
database. 

Formal appointment of bid 
specification, evaluation 
and adjudication 

committees. 

Implementing delegations 
in terms of SCM approvals 
as per section 79(3) of the 
MFMA. 

Implementing electronic 
expenditure document 
systems to minimize 
breach in current SCM 
policies. 

Reporting on a monthly 
basis to council in terms 
of SCM regulation 36 - all 
deviations. 

CFO: N Delo 
SCM: Deidre 
Raubenheimer 

30 06 2011 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 


22. Expenditure was incurred in contravention of or not in accordance with applicable legislation resulting in irregular 

expenditure 



9 

Expenditure was 

not incurred in 
accordance with 

the requirements 

of the supply chain 
management policy 
of the municipality. 
As disclosed in note 
41.3 to the financial 
statements irregular 
expenditure to the 
amount of R71,91 
million was incurred, 
due to payments 
being made to 
service providers 

without written 

signed contracts in 
place. 

We are in the process of 
implementing a new SCM 
system to ensure compliance 
with all relevant regulations and 
processes. 

Formal contracts will be entered 
into with successful tenderers. 

CFO: N Delo 
SCM: Deidre 
Raubenheimer 

31 January 
2011 



23. Expenditure was not paid within the parameters set by the applicable legislation 

10 

Contrary to the 
requirements of 
section 65(2) of the 
MFMA, expenditure 
was not paid within 
the required 30 days 
from the receipt of 
an invoice, or such a 
period as prescribed 
for certain categories 
of expenditure. 

A new revised requisition system 
(Collaborator) is in the process 
of implementation. 

CFO: N 

Delo Chief 
Accountant 
Expenditure: 
Ethel 

Wildeman 

31 January 
2011 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

24 Ex 

penditure was incurred o 

therwise than in accordance with sec 

tion 15 of the MFt 

\AA resulting in ur 

lauthorised ex 

Denditure 


11 


Expenditure was 
not incurred in 
accordance with the 
approved budget 
of the municipality 
and exceeded the 
limits of the amounts 
appropriated for the 
different votes in the 
approved budget 
of the municipality. 
As disclosed in 
note 41.1 to the 
financial statements, 
unauthorised 
expenditure to the 
value of R32,38 
million was incurred 
due to the actual 
expenditure 
exceeding the 

approved budget. 


Multiyear budgeting will be done 
more thoroughly to prevent future 
unauthorized expenditure 


CFO: N Delo 
Budget office: 
Jeff Adams 


30 June 2011 


MSA 

25. Internal auditing of performance measurements 


12 


Contrary to the 

A risk manager and a chief internal 

Internal 

30 June 2011 


requirements set 

auditor were appointed in the year 

audit unit: 



out in section 45(b) 

under review. 

P Manqina 



of the MSA, the 


& Internal 



performance 

A new audit committee has been 

coordinator 



measurements of the 

appointed by council. 




municipality were not 
audited as part of the 

An Internal Audit Charter and 




municipality’s internal 

Performance Audit Committee 




auditing processes. 

Charter has been developed 
and recommended to council for 
approval. 





For the 2010/2011 financial year. 


29 Nov - 10 



management will perform a new 
risk assessment, draft a new 
risk based internal audit plan for 
implementation and reporting 
to the municipal manager, audit 
committee, mayoral committee 
and council on a regular basis. 


Dec 2010 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

Findings on pre-determ ined objectives 

28. Leadership 

13 

There has not been 
a proper system 
developed by 
management on 
how and when to 
report on the 
pre-determined 
objectives. 
Consequently 
early detection of 
underperformance 
and corrective 
actions will not be 
undertaken. 

A risk manager and a chief internal 
auditor were appointed in the year 
under review. 

A new audit committee has been 
appointed by council. 

An Internal Audit Charter and 
Performance Audit Committee 
Charter has been developed 
and recommended to council for 
approval. 

For the 2010/2011 financial year, 
management will perform a new 
risk assessment, draft a new 
risk based internal audit plan for 
implementation and reporting 
to the municipal manager, audit 
committee, mayoral committee and 
council on a regular basis. 

Internal 
audit unit: 

P Manqina 
& Internal 
coordinator 

30 June 2011 

29 Nov - 10 
Dec 2010 



29. Financial and performance management 

14 

Pertinent information 
is not identified and 
captured in a form 
and time frame to 
support 
financial and 
performance 
reporting which 
contributed to the 
pre-determined 
objectives not 
being prepared 
adequately for timely 
submission 

A performance management unit 
has been established to report on 
performance management. 

For the 2010/2011 financial year 
we will submit the Performance 
Report with the annual financial 
statements in a format that is 
acceptable for the AG. 

PM unit: Use 
Abrahams 
& Kelvin 
Vollenhoven 

30 June 2011 
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No 

Item 

Action 

Who 

Date 

Completed 

Remarks 

30. Governance 

15 

The internal audit 
did not audit the 
performance 
measurements of the 
municipality and did 
not submit quarterly 
reports to the 

municipal manager 
and the performance 
audit committee. 

The management 

therefore did not 
identify the risk 
of inaccurate or 
incomplete reporting 
on pre-determined 
objectives. 

A risk manager and a chief internal 
auditor were appointed in the year 
under review. 

A new audit committee has been 
appointed by council. 

An Internal Audit Charter and 
Performance Audit Committee 
Charter has been developed 
and recommended to council for 
approval. 

For the 2010/2011 financial year, 
management will perform a new 
risk assessment, draft a new 
risk based internal audit plan for 
implementation and reporting 
to the municipal manager, audit 
committee, mayoral committee 
and council on a regular basis. 

Internal 
audit unit: 

P Manqina 
& Internal 
coordinator 

30 June 2011 

29 Nov - 10 
Dec 2010 



Findings on compiiance with iaws and reguiations 

31. Leadership 

16 

The management did 
not exercise oversight 
responsibility 
over compliance 

with MFMA and 
municipal supply 

chain management 
regulations to prevent 
unauthorised and 

irregular expenditure. 

We are currently implementing the 
following controls and procedures: 
Independent analyses of the SCM 
processes and the Provincial 
Treasury. 

Adopting a new SCM policy in 
line with National Treasury’s 
SC regulations as per approved 
council’s decision dated 28 May 
2010. 

Filling of capacity in the SCM unit. 
Implementing a SCM database. 
Formal appointment of bid 
specification, evaluation and 
adjudication committees. 

Implementing delegations in terms 
of SCM approvals as per section 
79(3) of the MFMA. 

Implementing electronic 

expenditure document systems to 
minimize breach in current SCM 
policies. 

Reporting on a monthly basis to 
council in terms of SCM regulation 
36 - all deviations. 

CFO: N Delo 
SCM: Deidre 
Raubenheimer 

30 June 2011 
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32. Governance 

17 

The internal audit 

A risk manager and a chief internal 

Internal 

30 June 2011 




unit did not perform 

auditor were appointed in the year 

audit unit: 





its duties and 

under review. 

P Manqina 





responsibiiities as 


& Internal 





set out in iegisiation. 

A new audit committee has been 

coordinator 





Consequentiy 
ongoing monitoring 

appointed by council. 






and supervision 

An Internal Audit Charter and 






were not undertaken 

Performance Audit Committee 






to enable an 

Charter has been developed 






assessment of the 

and recommended to council for 






effectiveness of 

approval. 






internal control over 
financial reporting. 

For the 2010/2011 financial year, 


29 Nov - 10 





management will perform a new 
risk assessment, draft a new 
risk based internal audit plan for 
implementation and reporting 
to the municipal manager, audit 
committee, mayoral committee 
and council on a regular basis. 


Dec 2010 



33. Governance 

18 

The audit committee 

A risk manager and a chief internal 

Internal 

30 June 




was only appointed in 

auditor were appointed in the year 

audit unit: 

2011 




the last quarter of the 

under review. 

P Manqina 





year. Therefore the 

A new audit committee has been 

& Internal 





audit 

committee did 

appointed by council. 

coordinator 





not fulfil its 

An Internal Audit Charter and 






responsibilities as set 

Performance Audit Committee 






out in the legislation 

Charter has been developed 






and in accordance 

and recommended to council for 






with best practice. 

approval. 







For the 2010/2011 financial year. 


29 Nov- 10 





management will perform a new 
risk assessment, draft a new 
risk based internal audit plan for 
implementation and reporting 
to the municipal manager, audit 
committee, mayoral committee 
and council on a regular basis. 


Dec 2010 
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OTHER REPORTS 

34. Investigations in progress 

19 

An investigation is 
being conducted to 
probe the manner 
in which a service 
provider was 
allegedly appointed 
by the municipality 
to render consulting 
electrical engineering 
services. 

The investigation 
aims to establish 
whether the supply 
chain management 
process was 
followed. The 
investigation was 
still ongoing at the 
reporting date. 

We are currently implementing the 
following controls and procedures: 
Independent analyses of the SCM 
processes and the Provincial 
Treasury. 

Adopting a new SCM policy in 
line with National Treasury’s 
SC regulations as per approved 
council’s decision dated 28 May 
2010. 

Filling of capacity in the SCM unit. 

Implementing a SCM database. 

Formal appointment of bid 
specification, evaluation and 
adjudication committees. 

Implementing delegations in terms 
of SCM approvals as per section 
79(3) of the MFMA. 

Implementing electronic 

expenditure document systems to 
minimize breach in current SCM 
policies. 

Reporting on a monthly basis to 
council in terms of SCM regulation 
36 - all deviations. 

CFO: N Delo 
SCM: Deidre 
Raubenheimer 

30 June 2011 



35. Investigations completed during the financial year 

20 

An investigation was 
concluded which 
resulted in irregular 
expenditure disclosed 
in note 

41.3 of the financial 
statements and 
reported in paragraph 

1 2 of this report. 

The following internal controls are 
in the process of implementation: 

Electronic requisition function. 

Electronic order function. 

Electronic GRV function. 

Electronic authorisation function in 
terms of SCM. 

CFO: N Delo 
SCM: Deidre 
Raubenheimer 

30 June 2011 
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